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Clearly, there is no ‘right’ answer when setting an Executive Director’s 

Introduction

“ The debate can’t happen 
without bringing morals 
into it. The context we’re 
in is serious: people have 
lost their jobs, are 
struggling to get by and 
are suffering.” 
FTSE 250 RemCo Chair

“ Morals are subjective and 
should not be a factor in  
the debate. Companies  
that perform preserve jobs 
– what price do you  
put on that?”
FTSE 100 Reward 
Director
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This survey is a follow up to research published by Hedley May in March 2013, 

entitled ‘Changing Faces at the RemCo’

question, respondents chose one of four answers – strongly agree, agree, 

‘Changing Faces 
at the RemCo’

Methodology
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divergent starting point philosophies 

There is, though, consensus between NEDs, Executives and Shareholders on four 

Shareholder engagement

succession planning

There is broad support for the idea of reducing notice periods

landscape for executive pay and succession will 

continue to get tougher

Executive  summary
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“The calibre of the CEO is the principal driver 

of a company’s success”

asked whether 

Neither is there consensus around the scarcity of talent able and willing to 

Valuing  the  CEO

”
You have horrible decisions to make that weigh heavily. And it is a 
very rare combination of skills; very few people can do it. They are 
time consuming jobs, 365 eighteen hour days. These are deeply 
unattractive jobs to normal, rational people. FTSE 100 HRD

“
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“It 

company wants to attract, retain and motivate the best people”.

“My listed 

disclosures”

roles at UK listed companies”

Remuneration is an emotive issue to enable shareholders to make 
their point. When shareholders are winning they’re much more 
tolerant. The irony is that you have to work harder when it is tougher  
but you get paid less. The best way to act like a shareholder is  
to be one. FTSE 100 HRD

“
”

“
”

[Stephen Hester, former CEO of RBS] met his targets, so putting 
him in the position where he had to decline his bonus was just 
about politicians scoring points and the press beating people  
up. I wouldn’t want to be in his shoes. The danger is, I don’t think 
anyone would want to be. FTSE 250 RemCo Chair

“ People talk about ‘rare 
talent’ – I suspect there is 
more of it about than these 
people like to think.” 
TUC
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The good news is that despite these discrepancies, there is strong consensus 

one investor, agree or strongly agree that 

important part in the delivery of results”

strongly agree that “Business performance should be the primary driver for 

executive reward”

“Reward arrangements need to focus 

And yet…An exception to the widespread agreement around 
linking pay to performance came from the TUC, which said: 
“Performance related pay has driven some of the greatest pay 
increases and there is little or no evidence to suggest that it has 
driven an improvement in company performance. If talented people 
are primarily motivated by money, we would question whether they 
are the right people to be running our companies. Shouldn’t we 
have leaders who are motivated by the company, the challenge and 
the opportunity?”
Though shareholders are strongly in favour of variable pay, a 
similar theme emerges in some of their responses. One said: 
“Currently performance-based reward plays an important part in 
delivery of results because this is how executives measure 
themselves. Not enough attention is paid to other drivers. If these 
became more important – doing social good, having a great work 
environment, the right culture of openness, innovation, etc. – things 
might become more balanced. Having said this, performance-based 
reward can help to change culture.”

Emerging  consensus



“Top executive pay arrangements 

The issue of simplifying pay arrangements takes on increasing 
urgency because of new regulation introduced by the Department 
for Business, Innovation and Skills (‘BIS’) to increase transparency, 
which will place a greater workload on shareholders and 
boardrooms. A FTSE 100 Chairman said: “With BIS, [institutional 
shareholders] will be absolutely overloaded. Something is not quite 
right in the overall governance framework.”  

“ Once you have a clear 
framework you shouldn’t 
tinker with [pay policy] too 
much. Everyone will have 
a view on what you should 
measure, but you can’t 
make everything important 
or it dilutes the impact. 
Clarity is key – you can’t 
chase down every rabbit 
hole. Focus on simplicity 
and consistency.” 
FTSE 100 HRD 



‘Changing Faces at the RemCo’

“There is more my company can do to engage 

on issues of executive reward”

‘Changing 
Faces at the RemCo’

Commitment  to  higher  
quality  engagement

discuss their remuneration arrangements, that is still only a small 
minority of portfolio companies. Mid and small cap companies in 
particular could do more. Companies should also embrace 
collective engagement, where hitherto most prefer to ‘divide  
and rule’.
It is too easy, because it is visible through disclosure, to focus on 
reward and therefore tick the engagement box. There are other less 

 
of shareholders.
We need not ‘more engagement’ (possibly less!), just better 
engagement. Institutional shareholder views on engagement

“

”

“ It’s not fair to say that this 
new breed of shareholders 
have no interest, but there 
is a disconnect – they are 
less interested in long term 
strategy.”
FTSE 100 HRD



“As an institutional shareholder 

we are adequately resourced for engagement with the PLCs that we invest 

in”

because my company’s Remuneration Committee operates to the highest 

standards of governance and good practice”

“Most FTSE 100 companies are excellent at succession planning 

and talent development”

leaving shareholders to ‘foot the bill’ for the hiring of an expensive external 

“There is one or more internal credible succession 

candidates for Group CEO at my company”

Succession  –  better    
planning  required

“ Shareholders just don’t 
have the capacity to cope. 
It could mean they that 
they will need to make 
decisions based on paper, 
with no time for 
consultations, which 
would not be a good 
thing.” 
FTSE 100 HRD

“ There needs to be more 
interaction between 
compensation and 
succession – US 
companies are better at 
making this link.” 
Remuneration 
Consultant 

“ Succession planning is a 
critical issue and should 
be given the attention it 
deserves at main Board.” 
FTSE 100 Chairman



10

Changing Faces at the RemCo

Asked whether “The complexity of managing remuneration and succession is 

going to get tougher in the future”

“Many of the UK government’s proposals for 

pose that question, the proposition that “CEO variable pay should be capped at 

 is roundly 

“Boards should be able to reduce 

notice periods in the event of extremely poor performance and/or 

reputational damage.” 

More  regulation  or  more  
dialogue?

 It sounds simple to say that the CEO should not earn more than X 
times the average employee’s salary, but how does that work in an 
international business? It just doesn’t. Sounds good to parrot out 
though… FTSE 100 HRD

“ ”

CEO to average  
employee pay ratio:
USA: 508:1; UK: 238:1; 
Germany: 190:1  
Source: FT 3 June 2013
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“would encourage 

around issues of Executive Reward”.

Conclusion

What role do morals have to play? The starting point is what is right 
for strategy and, ultimately, what will deliver shareholder value. Of 
course, we have to look at the environment in which the business is 
operating and ensure that there is parity between executive pay and 
pay at lower levels. You have to have an eye on the rate at which 

out huge rises if there is a pay freeze across the group. You have to 
be conscious of issues of reputational risk. If you deliver shareholder 
value investors are not interested in quantum. Reward for failure or 
excessive reward for mediocre performance will worry shareholders. 
However, we are not indulging in social engineering. Ultimately, 
shareholder value is a capitalist construct and market forces  
must apply.

“

”
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Appendix  -  Executive  Reward  
Survey  2013

Strongly disagree

Disagree

Agree

Strongly Agree

1    

43%7% 46%4%

36% 64%

2    

5% 55% 35%5%

7% 79% 14%

3  

62% 28%5%5%

72%7% 21%

TUC

TUC

TUC
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5    

60%8% 31%

4      

51% 22%

6    

12% 58% 30%

1%

1%

26%

NEDs 8% 54% 38%

14% 29% 57%

29%57% 14%

39% 61%

TUC

50%38% 9% 3%

7    

62%23% 15%

TUC
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42% 33% 25%

8    

35%8% 11%46%

11    

41%48%5% 6%

9    

10    

56%30%2% 13%

62%14%1% 23%

RemCo Chairs HRDs Reward Directors

Reward Directors

25% 21% 20%

30%

62% 63% 70%

60%

13%

Chairmen 13% 37% 50%

16%

HRDs 47% 47% 6%

10%

10%

7% 7%57% 29%

7%71% 22%

54%15% 31%

Strongly disagree

Disagree

Agree

Strongly Agree
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37%7% 51% 5%

15    

15

12    

13    

64%19% 15%
2%

11% 5%30%54%

HRDs 11% 47% 32% 10%

21% 79%

62%15% 23%

14    

46%39% 15%

16    

40%1% 11%48%

8% 46% 46%
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Strongly disagree

Disagree

Agree

Strongly Agree

19    

55% 45%

21    

25% 75%

8% 8% 9%75%

20  

51%3% 44%

22    

35%8% 49%

17    

61%28%2% 10%

18    

54%23% 23%

2%

8%

NEDs 4% 25% 54% 17%

HRDs 17% 39% 44%

HRDs 6% 50% 44%

Executives 38%7% 49% 6%
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